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Investors’ take away
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• Global economy growth is expected to remain slow for the rest of the year. 

• Inflationary pressures are expected to be re-ignited as a result of increased 
seasonal demand and the implementation of the minimum wage policy.

• A significant enough spike in inflation could make the MPC change its stance 
to further tightening interest rates

• Global oil demand is expected to drop mainly due to changes to the economic 
outlook for next year

• Equities market fundamentals are expected to change in the last quarter of the 
year as the market indices in Q4 have always risen by 1.8% on the average over 
the past 22 year.

 

• Escalating trade and technology tensions

• A no-deal Brexit

• Broad-based emerging markets crisis    

Macroeconomic scorecard 

Potential risk
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 Outlook Scenario

World Economy & Markets
 � Easing of macroeconomic policies 
 � Reduction in trade and technology tensions 
 � The possibility of a truce between the United States and China
 � An orderly Brexit followed by a gradual transition into a new regime

Nigeria
 � Accommodative monetary policy 
 � Signing of the African Continental Free Trade Area (AfCFTA)
 � Increased Banks’ credit to the Economy
 � Swifter passage of bills
 � Industrialisation focused on Small and Medium Scale Enterprises

World Economy & Markets
 � Prolonged global trade tensions 
 � Disruptions to trade and technology supply chains
 � Weak global automobile production 
 � Increased prospects of a no-deal Brexit
 � Slowdown in Chinese economy
 � Drop in exports and household spending in the Euro area

Nigeria
 � Decline in global oil prices triggered by escalated global trade tension 
 � Rising trade uncertainty
 � Slowdown in PMI to negatively impact economic growth 
 � Low investors’ appetite for Nigerian equities for the rest of the year
 � Rising debt levels
 � Heightening cases of insecurity across the country 
 � Slow budget implementation 

SCENARIO 1: Strong growth - 30% probability

SCENARIO 2: Slow growth - 70% probability
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GLOBAL ECONOMY

Global Economy | Growth expected to remain slow.

Global economy growth is expected to remain slow for the rest of the year, 
due mainly to weaker activities in advanced economies and China. The 
growth has been affected negatively by weak external demands, continued 
policy uncertainty as trade tensions remain paramount in spite of the US-
China trade agreement prospects. Technology tensions have also erupted 
threatening global technology supply chains, and the possibility of a no-deal 
Brexit have increased.

Furthermore, investment and demand for consumer durables have declined 
across advanced and emerging market economies as companies and households 
continue to hold back on long-term spending. Subsequently, trade policy 
disputes have significantly impacted manufacturing, as new orders have 
declined due to uncertainty about the timing of tariffs and restrictions on 
goods thereby making companies to anticipate changes to their supply chains. 
Manufacturing activity on a global basis slipped into contraction territory at 
the end Q2 2019, according to the JPMorgan Global Manufacturing PMI.

Global inflation dropped from 2.9% in July to 2.7% in August 2019 
(excluding Venezuela). Slow global economic growth activities and cheap oil 

Global Economy
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Figure 1: Global Growth Forecast (%) 2017- 2020P

Source: IMF: World Economic Outlook, Jul., 2019.
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prices are expected to exert downward pressure on inflation this year and 
in 2020 especially among advanced economies. Low inflation is allowing 
central banks to cut their monetary policies in order to make up for the 
weak economic growth. The US Federal Reserve and ECB both cut their 
rates recently, China cut the reserve requirement ratio in August, while 
Brazil, India and Russia all slashed their interest rates. Additionally, the weak 
prospects for the global economy and the likely lowering of monetary policy 
are prompting most currencies to depreciate against the US. Dollar. 

According to the IMF, Global growth is projected at 3.2% for 2019 before 
growing to 3.5% in 2020 (0.1% point lower for both years than in the 
previous estimate). Nevertheless, close to 70% of the increase depend on an 
improvement in the growth performance in stressed emerging market and 
developing economies and is therefore subject to high uncertainty.

Moreover, tight labor markets and more accommodative monetary policy 
should provide some support. The principal risk factors to the global economy 
according to the IMF include further US-China tariffs, US auto tariffs, a no-
deal Brexit, weakened investment, dislocation of global supply chains, and 
severely slow global growth below the baseline.

United States | Growth expected to gradually decelerate 
moderately

The US economic growth slowed in Q2 2019 due to falling fixed investment 
and a weak external sector that pulled down growth. However, household 
spending rose strongly over the quarter and has continued into Q3 2019. 
In July, retail sales were surprisingly strong, consumer confidence recovered 
and the employment report revealed a healthy labor market. However, 
details of employment report in August revealed signs of declining economic 
momentum.

The manufacturing sector decline in August 2019, with the ISM index 
dropping to a near three-year low, weighed on by declining external demand 
in the ongoing trade dispute with China. Moreover, the recent escalation in 
trade tensions implied a quick resolution to the trade war is highly unlikely, 
which will impact on growth in the future and could prompt the Federal 
Reserve to further loosen it monetary policy

At its September 2019 monetary policy meeting, the Federal Reserve’s Open 
Market Committee (FOMC) voted to cut its target range for the federal 
funds rate to 1.75%–2.00%.  the Bank’s decision came in a bid to stimulate 
economic activity and to provide insurance against ongoing risks.

The US growth is expected to moderate for the rest of 2019 due to a weaker 
global economic outlook and the ongoing U.S.-China trade dispute which 

The US economic 
growth slowed in Q2 
2019 due to falling 
fixed investment and 
a weak external sector 
that pulled down 
growth.
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is weighing on business investment, manufacturing and exports. However, 
strong consumer spending, robust exports, inventory accumulation and 
lower borrowing costs should make up for any slowdown.

According to the IMF, U.S. growth is expected to be 2.6% in 2019 and 
moderating to 1.9% in 2020 (0.3% point higher than previous estimate) as 
the fiscal stimulus decline. The key downside risks stem from the continued 
trade row and high corporate debt.

Canada | Growth expected to grow moderately  

The Canadian economy gained momentum in Q2 2019. GDP growth 
exceeded expectations  in the month of May, with the manufacturing sector 
expanding strongly, buttressed by normal production in the automobile 
industry following temporary shutdowns in April. However, low retail sales 
in Q2 2019 imply consumers remain wary in spite of the strong labor market. 

Furthermore, according to the Canada Mortgage and Housing Corporation 
(CMHC), housing starts increased to 226,639 units on a seasonally-adjusted 
annualized rate (SAAR) basis in August, up from July’s downwardly revised 
222,467-unit reading (previously reported: 222,013) and smashing analysts’ 
expectations of 215,000 units.

Looking at the Q3 2019, the economy appears to be slowing down. In July, 

U.S. growth is expected 
to be 2.6% in 2019 and 
moderating to 1.9% in 
2020.
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Figure 2: United States Projected GDP Growth (%) 2017- 2020P

Source: IMF: World Economic Outlook, Jul., 2019.
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the unemployment rate rose, while confidence among small businesses fell 
due to skilled labor shortages and weak domestic demand which impacted on 
sales. Moreover, the manufacturing PMI moved back into positive territory, 
while strong housing starts portend well for residential investment.

At it September meeting, the Bank of Canada (BoC) left its target for the 
overnight rate unchanged at 1.75%, as had been widely anticipated by market 
analysts. The Bank’s decision to stand impeccably was backed by stronger-
than-expected growth in the Q2 2019.

Growth is expected to moderate this year, due to the weaker global growth 
outlook which hits exports. Moreover, pipeline delays and the recently 
announced extension of Alberta’s oil cuts will cap the energy sector’s 
contribution. 

According to the IMF, growth is expected to be 1.5% in 2019 and moderating 
to 1.9% in 2020. The key downside risks are the U.S.-China trade tensions, 
volatile oil prices and elevated household debt.

United Kingdom | Struggling with the complications of Brexit

The UK economy contracted in Q2 2019 for the first time in closely 7 years, 
as a result of destocking following a rise in inventories in the Q1 2019, 
and suppressed fixed investment. On the other hand, private consumption 
boomed on strong public spending, decade-high wage growth and solid job 

The key downside risks 
are the U.S.-China 
trade tensions, volatile 
oil prices and elevated 
household debt. 
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Source: IMF: World Economic Outlook, Jul., 2019.

Figure 3: Canada Projected GDP Growth (%) 2017- 2020P
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gains. The unemployment rate according to IMF dropped to 3.8% in May-
July 2019 from 3.9% in the previous rolling quarter, marking the joint-
lowest rate since the 1970s.

Going forward into Q3 2019, growth is likely subdued, held back by low 
business investment and weaker growth in key trading partners. However, 
higher wages and a more expansionary fiscal position should sustain activity, 
while inventory changes as companies prepare for a no-deal which will likely 
affect GDP figures.

In September 2019, MPs backed a bill aimed at stopping a no-deal Brexit, 
by forcing the prime minister to seek a three-month extension beyond 31 
October 2019 if a Brexit deal has not been approved by 19 October. Recent 
developments reduce the possibility of a no-deal Brexit on 31 October; 
nevertheless a hard withdrawal remains a possibility. 

At its September 2019 meeting, the Monetary Policy Committee (MPC) of 
the Bank of England (BoE) voted firmly to retain the Bank Rate unmoved 
at 0.75%. The Bank also agreed to maintain the stock of investment-grade 
corporate bond purchases at GBP 10 billion and the stock of UK government 
bond purchases at GBP 435 billion, financed by the issuance of Central 
Bank reserves. All decisions were in line with market expectations.

According to the IMF, growth in the UK is expected to grow to 1.3% in 
2019 and 1.4% in 2020 (0.1% point higher than previous estimate). The 
highly uncertain outcome of Brexit remains the key downside risks.

According to the IMF, 
growth in the UK is 
expected to grow to 
1.3% in 2019 and 1.4% 
in 2020.  
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Figure 4: United Kingdom Projected GDP Growth (%) 2017-2020P

Source: IMF: World Economic Outlook, Jul., 2019.
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Euro Area | Growth expected to pick up modestly

Growth in euro area shifted into a lower gear in Q2 2019 due to an adverse 
external environment that caused exports and household spending to drop. 
Early into Q3 2019, economic sentiment dropped to a near three-year low 
in July and the composite PMI also dropped. The PMI continued to point 
to a two-speed economy, with the services sector growing rapidly while 
manufacturing activity remained weak. Industrial production recorded its 
fourth drop in five months in July and the manufacturing.

At it September 2019 meeting, the European Central Bank unveiled a broad 
stimulus package, in order to revive growth and inflation in the Eurozone 
economy. Growth is expected to pick up over the remainder of this year and 
into 2020, as external demand is projected to recover. Inflation is expected 
to remain modest this year considering weak economic activity and low 
expectations ahead.

The forecast for 2019 according to the IMF is revised down slightly for 
Germany due to weak external demand, which weighs on investment, but 
it remain the same for France where fiscal measures are expected to support 
growth and the negative effects of street protests are disintegrating and Italy 
where the uncertain fiscal outlook is similar in previous quarter, taking a toll 
on investment and domestic demand. Growth has been revised up in Spain, 
reflecting strong investment and weak imports.

According to the IMF, growth in the euro area is expected to be 1.3% in 

 Growth is expected 
to pick up over the 
remainder of this year 
and into 2020.
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2019 and 1.6% in 2020 (0.1% point higher than previous estimate). The 
key down risks include rising trade tensions, slowing activity in China and 
a no-deal Brexit.

Japan | Sales tax hike expected to slow growth moderately

The economy performed worse than initally expected in the Q2 2019 due to 
a downgrade in capital spending. Core machinery orders, which is a leading 
indicator for capital spending, dropped in July over a three- to six-month 
period, as global trade tensions continue to upset investment planning. The 
dropped in GDP figure for Q2 sparked worries about the future growth path 
of the country as the economy is coping with negative spillovers stemming 
from the China-U.S. trade war weakening exports.

In spite of the weaker Q2 2019 GDP reading, Prime Minister Shinzo Abe 
decided to move ahead with a long-delayed sales tax hike from 8% to 10% 
for 1 October. The previous increase in the sales tax in 2014 caused the 
economy to collapse, with private spending posting the largest drop in 
history in Q2 2014. The government this time around has planned a host of 
fiscal countermeasures to prevent an economic blow. 

On the other hand, consumer confidence dropped to an over five-year low in 
August 2018, implying that private consumption could drop in the coming 
quarters. Moreover, an uncertain global economic outlook is putting a dent 
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Figure 6: Japan Projected GDP Growth (%) 2017- 2020P

Source: IMF: World Economic Outlook, Jul., 2019.

The government 
this time around has 
planned a host of fiscal 
countermeasures to 
prevent an economic 
blow. 
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in Japan’s all-important external sector and businesses’ investment plans. On 
the brighter side, the services sector performed up well in July-August 2019, 
while the unemployment rate dropped to a near three-decade low in the same 
period.

At its September 2019 meeting, board members at the Bank of Japan (BoJ) 
decided in a seven-to-two vote to maintain its current monetary policy stance, 
in line with market analysts’ expectations. The BoJ kept the short-term policy 
rate applied to current account balances held by financial institutions at the 
Bank at minus 0.10%. The BoJ’s decision contrasts with recent moves by the 
U.S. Federal Reserve and the European Central Bank to ease their monetary 
policies in recent weeks. However, the Bank appears more open to further 
easing its ultra-loose monetary policy at its October meeting, in order to 
revive anemic inflation and support the economy

Japan economic growth is expected to be slow in Q4 2019 and 2020, following 
the introduction of the sales tax hike in October 2019. Fiscal stimulus, works 
related to the 2020 Olympics and low unemployment should make up for 
the economy against a sharp slowdown.

According to the IMF, Japan’s economy is expected to grow by 0.9% in 2019 
(0.1% point lower than anticipated in previous estimate), but decline to 
0.4% in 2020. The key down risks include rising trade protectionism and a 
slow global economy.

China | Growth slowing gradually and expected to decline 
modestly

China economy continues to weaken after GDP declined to 6.2% in Q2 
2019 signifying a 27-year low. The official manufacturing PMI remained 
in negative territory for the fourth consecutive month. Lower output and 
overall new orders, especially from overseas, are reducing purchasing activity 
and preventing job creation. 

Exports dropped in August after recovering in July 2019, while imports 
continued to drop on low oil prices and weak domestic demand. Moreover, 
trade disputes escalated again in late August following the U.S. decision to 
increase tariffs by 5% on all Chinese goods starting 1 October. Although 
China and the U.S. agreed on 5 September to resume trade talks in early 
October, the possibility of a truce anytime soon appears low.

In the coming quarters, the trade war between China and the United States 
will continue to weigh on China’s economic growth and will be the main 
factor to watch, along with weak domestic demand. Although Chinese 
authorities are using monetary and fiscal tools to support overall growth, the 

According to the IMF, 
Japan’s economy is 
expected to grow 
by 0.9% in 2019 but 
decline to 0.4% in 
2020.
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stimulus is nowhere near the scale adopted in the wake of the global financial 
crisis. 

According to the IMF, growth is expected to be 6.2% in 2019 (0.1% point 
lower than previous estimate) before declining to 6.0% in 2020. Policy 
stimulus however, is expected to support activity in the face of the adverse 
external shock. The key down risks include escalating tariffs and weakening 
external demand.

India | Growth expected to be slow 

The Indian economy regain traction in Q2 2019. Subsequently, in July–
August, private sector activity grew at a notably faster pace, according to 
PMI data. Furthermore, the government announced new measures in 
August 2019 to try to stimulate the economy, including several mergers of 
public-sector banks and the relaxation of FDI rules. In contrast, vehicle sales 
dropped in annual terms in previous months, and remarkably in August.

The economy is expected to slow for the remaining part in 2019 due to the 
struggle of non-bank financial lenders which is restraining the availability 
of new loans to consumers and businesses. Moreover, weak public finances, 
tense relations with Pakistan and a slowing global economy will also weigh 
on the outlook. However, lower interest rates are seen impacting on growth. 

At its August meeting, the Reserve Bank of India’s Monetary Policy 

The economy is 
expected to slow for 
the remaining part in 
2019

Source: IMF: World Economic Outlook, Jul., 2019.
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Committee (MPC) cut all monetary policy rates by 0.35% points, reducing 
the repo rate to 5.40%, the marginal standing facility to 5.65% and the 
reverse repurchase rate to 5.10%. The MPC also voted unanimously to 
keep the official monetary policy stance as accommodative. This decision 
was mainly influenced weak economic activity, threat from global economic 
slowdown and escalating trade tensions

According to the IMF, India’s economy is expected to grow at 7% in 2019 and 
rise to 7.2% in 2020 (0.3% point lower than previous estimate), reflecting a 
weak outlook for domestic demand. 

Sub-Saharan Africa | Growth expected to remain slow 

Growth prospects were cut for Q3 2019, mainly by expectations of Angola 
remaining in recession and on weaker outlooks for smaller economies like 
DR Congo, Mozambique and Zambia. 

In Nigeria, the expected recovery in the oil sector recovered in Q2 2019 as a 
result of higher output compared to last year after it had contracted for four 
consecutive quarters. However, annual growsth dropped further in the non-
oil segment of the economy, while declining activity in the trade and financial 
services industries largely led the services sector to expand only modestly.

In Angola, crude production fell to its lowest level in over 13 years in July, 
and despite bouncing back in August, it remained subdued. Furthermore, 
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Figure 8: India Growth Forecast (%) 2017-2020P
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the government announced a major privatization drive in August 2019 in 
which 195 state-owned companies would be sold in 2019–2022 in a bid to 
improve the business environment and diversify the economy away from oil. 
Five industrial units were already reportedly sold earlier in September, with 
the government taking in around USD 16 million in revenue.

Regional inflation grew to 11.2% in July (June: 10.5%), the highest reading 
in 18 months. Faster food price growth in Ghana and Kenya, and galloping 
inflation in Zimbabwe largely drove July’s pick-up. This year, price pressures 
are seen receding somewhat from 2018, in large part due to relative FX 
stability and still largely-tight policy stances by central banks. 

Angola at its July 2019 meeting, the Monetary Policy Committee (MPC) of 
the National Bank of Angola (BNA) decided to keep the policy rate at an 
over three-year low of 15.50% and left the coefficients of mandatory reserves 
in local currency at 17.0% and foreign currency at 15.0%.  

Nigeria at its July 2019 meeting, the Monetary Policy Committee (MPC) 
of the Central Bank of Nigeria (CBN) left the monetary policy rate and all 
other monetary policy parameters the unchanged. The policy rate remains 
at 13.50%, while liquidity ratio is at 30.00% and the cash reserve ratio at 
22.50%.

South Africa, at its July 2019 meeting, the MPC of the South African Reserve 
Bank (SARB) cut the repurchase rate to 6.50% from 6.75%, after holding 
it for eight months. The central bankers are further seen loosening policy 
which is prompted mainly by the downward trend in inflation observed 
domestically and the strategic stance taken by central banks globally.

Currencies across the Sub-Saharan Africa weakened only marginally in recent 
weeks. The South African rand was a notable exception, which rallied in 
early September on news of low risk of a credit rating downgrade and further 
policy easing by the ECB. Most of the region’s currencies are expected to 
depreciate this year, although at a weaker pace than that experienced in 2018.

Higher and volatile oil prices have impacted the outlook for Angola, Nigeria, 
and other oil-exporting countries in the region. But growth in South Africa 
is expected at a more subdued pace in 2019 than previously projected, 
reflecting a larger-than-anticipated impact of strike activity and energy 
supply issues in mining and weak agricultural production 

According the IMF, growth in Sub-Saharan Africa is expected to be 3.4% 
and grow to 3.6% in 2020 (0.1% point lower for both years than in previous 
estimate). This is due to strong growth in many non-resource-intensive 
countries which partially offsets the weak performance of the region’s largest 
economies. Elevated trade tensions, commodity-price volatility, a weakening 
global economy, the slow pace of domestic reforms, corruption challenges, 
and policy uncertainty are the key downside risks to the outlook.

According the IMF, 
growth in Sub-Saharan 
Africa is expected to be 
3.4% and grow to 3.6% 
in 2020.
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Crude Oil | Global economic uncertainties driving oil demand 
growth down

Price

According to OPEC, Crude oil prices fell about 20% in August 2019 from its 
highs hit in April, in part due to an escalating trade war between the United 
States and China, which is impacting the global economy negatively and in 
turn, price of oil. The Brent crude oil spot prices averaged $59 per barrel (b) 
in August, dropped by $5/b from July and $13/b lower than the average from 
August of last year.

Supply

OPEC raised its production by 136,000 bpd from July to 29.741 million 
bpd last month, as a result of the higher output in Saudi Arabia, Nigeria, 
and Iraq. The Saudis lifted production by 118,000 bpd to 9.805 million 
bpd, but still more than 500,000 bpd below their quota under the deal. 
Furthermore, Iraq which is OPEC’s second-largest producer, that has always 
had issues with keeping within its cap, lifted its oil production by 43,000 
bpd to 4.779 million bpd, well above its 4.512-million-bpd quota. Similarly, 
production in Venezuela rose by another 43,000 bpd to average just 712,000 
bpd in August 2019.

The Brent crude oil spot 
prices averaged $59 per 
barrel (b) in August, 
dropped by $5/b from 
July and $13/b lower 
than the average from 
August of last year.
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23/SAMTL FINANCIAL & ECONOMIC OUTLOOK Q4 2019

GLOBAL ECONOMY

Figure 10: Oil Prices for Brent & WTI 2017- 2019  
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Demand

According to OPEC, demand for crude oil for 2019  was cut by 80,000 bpd 
to 30.6 million bpd, which would be 1 million bpd lower than the 2018 
level. For 2020, demand is expected at 29.4 million bpd, around 1.2 million 
bpd lower than the expected level for 2019. OPEC opined however, that 
weaker oil demand growth is expected to be outpaced by the strong growth 
in non-OPEC supply in 2019.

Projection

OPEC project global oil demand to drop to 1.02 million bpd this year, 
80,000 bpd less than previously expected because of weaker demand in the 
first half and expectations of slower economic growth for the rest of 2019. 
It expects global oil demand growth to drop in 2020 by 60,000 bpd to 1.08 
million bpd, mainly due to changes to the economic outlook for next year. 

Similarly,  the EIA cut its global oil demand projection  to 900,000 bpd, 
down by 100,000 bpd from the August forecast, observing that this year 
might be the first year since 2011 in which demand growth hasn’t exceeded 
1 million bpd.
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For 2019, the key sources of risk to the global growth are the outcome of escalating trade and 
technology tensions, a no-deal Brexit, renewed financial sentiment and slowdown in China that 
will take in upcoming months. If the difference between countries are resolved without further 
raising distortive trade barriers and the financial market sentiment recovers, then improved 
confidence and easier financial conditions could strengthen each other to lift growth above the 
baseline forecast. However, the balance of risks remains tilted to the downside, as in the April 
2019 World Economic Outlook.

Key Global Risks

RISK DESCRIPTION IMPACT

1 Escalating 
trade and 
technology 
tensions

A full-scale trade, currency, tech and cold war 
between the United States and China.

Trade relations between the United States and 
several of its major trading partners remain weak 
and could worsen further

Would push the current downturn 
in manufacturing, trade and capital 
spending into services and private 
consumption, tilting the US and 
global economies into a severe 
recession

Higher trade policy uncertainty 
and concerns over escalation and 
retaliation, significantly disrupt 
global supply chains, would lower 
business investment and slow 
productivity growth

The resulting depressed outlook for 
corporate profitability could dent 
financial market sentiment and 
further dampen growth

According to the IMF, the combined 
effect of tariffs imposed last year 
and potential tariffs envisaged 
in May 2019 between the United 
States and China could reduce 
the level of global GDP in 2020 by 
0.5%

2 A no-deal 
Brexit

A likelihood of no-deal Brexit from the European 
Union

Would lead to a severe recession 
in the United Kingdom but not in 
Europe, because the UK is more 
dependent on trade with the EU 
than vice versa

It could even lead to new currency 
wars, if the value of the euro and 
pound were to fall too sharply 
against other currencies
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3 Renewed financial 
market sentiment

Escalating trade tensions and worries regarding 
several emerging markets

Shifting expectations about monetary policy 
across major economies

Global trade could actually decline, 
with major knock-on effects for 
inflation, business sentiment, 
consumer sentiment and, 
ultimately, global economic growth.

A range of catalysing events in key 
systemic economies could spark a 
broader deterioration in investor 
sentiment and a sudden, sharp 
repricing of assets amid elevated 
debt burdens. 

Disinflationary pressures can lead 
to difficulties in debt servicing for 
borrowers.

4 Surprise 
slowdown in 
China

In China, a shift towards looser macroeconomic 
policy settings is under way as a result of the 
escalating trade conflict with the US.

The authorities would make every effort to 
prevent a funding crunch in any bank, even a hint 
of banking sector distress could cause problems, 
given the boom in debt over recent years.

A substantial decline in China 
would lower commodity prices 
worldwide, with a widespread effect 
on commodity exporters

Resolving these issues, could prove 
challenging, forcing the economy 
into a sudden downturn particularly 
as the trade conflict with the US 
also weighs on economic activity

In addition, given the growing 
dependence of Western 
manufacturers and retailers 
(especially Germany) on demand in 
China and other emerging markets, 
a disorderly slump in Chinese 
growth would have a severe global 
impact far more than would have 
been the case in earlier decades  

5 Broad-based 
emerging-
markets crisis

Market sentiment remains fragile, and pressure 
on emerging markets as a group could re-emerge 
if market risk appetite deteriorates further than 
currently expected.

In a few instances, a combination of factors, 
including external imbalances, political instability 
and poor policymaking, led to full-blown currency 
crises.

Capital outflows from emerging 
markets could become more 
indiscriminate and severe, forcing 
countries with external imbalances 
to make painful adjustments, with 
the most vulnerable falling deep 
into crisis. 

Emerging-market GDP growth 
would fall sharply as a result, 
weighing on the global economy.      




